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Emerging and Frontier Markets: 
Microeconomic Analysis and 
Opportunities
Filtering the media noise: realities 
versus myths 
Understanding Market Realities: Risks versus Opportunities
There is intense competition among emerging markets to capture their share of the global 
economy. This presentation attempts to address questions that are germane to 
accomplishing this goal. Most important to this end is the study and practice of international 
business and foreign trade. Undertaking such a study raises many questions such as: 
• Why are emerging markets and the firms doing business in them internationalizing so 
aggressively? 
• Why in the past decade has the pace of internationalization accelerated so rapidly? 
• What competitive advantages do these emerging economies enjoy in comparison to 
advanced economies, and what are the origins of those advantages? 
• Through what strategies are emerging market blocs such as the BRICS (Brazil, Russia, 
India, China, and South Africa) and the CIVETS (Colombia, Indonesia, Vietnam, Egypt, 
Turkey, and South Africa) building their global presence and expanding their market 
reach? 
• How are emerging markets rivaling advanced economies and how are they 
affecting the already established rivalries among those economies?
Current Challenging Global Trends
Global Risks Landscape
Perception data from the WEF’s Global Risks Survey 2014
Global Risks Landscape: focused areas
Perception data from the WEF’s Global Risks Survey 2014
Global Risk Landscape: Risk 
Interconnected Map 
Perception data from the WEF’s Global Risks Survey 2014
Risks associated with the 
microeconomic imbalances nexus
Perception data from the WEF’s Global Risks Survey 2014
Impact of risks related to microeconomic 
imbalances (non-exhaustive)
Perception data from the WEF’s Global Risks Survey 2014
Average government debt ratios of G-7 
economies, 1950-2010 (PPP-weighted)
While the financial crisis acted to reduce these somewhat from recent highs, the IMF and others expect them to 
increase again in the future. Running sustained and large current account deficits requires capital inflows on the 
part of deficit countries. This implies an increase in public debt when accompanied by fiscal deficits. Figure below 
shows the long-run trends for government debt for G7 economies, including recent increases.
G7 Large indebtedness: U.S. debt 
visualized in physical $100 bills
Emerging and Frontier Markets
Sorting out countries and trading blocks
Danger everywhere you look… Really?
World population 1960-2050
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Population Drive
The impact and influence of 
emerging markets on advanced 
economies and global trade is 
impressive. Today, these countries 
constitute over half of the world’s 
population, with China and India 
accounting for over one third of it. As 
a result of intense economic 
transformations many of these 
emerging economies are facing rapid 
urbanization and industrialization. 
As of 2013 nine of the ten largest 
metropolitan areas in the world are 
located in emerging markets.
Advanced economies and emerging 
market share of global GDP
Emerging markets already account for about 50 percent of world’s GDP and going 
forward, its contribution is expected to be higher than advanced economies. Not 
only are these economies enormous, but they are growing exponentially.
Source: World Economic Outlook Database, International Monetary Found, October 2014
Change in Real GDP per person (2014)
The change in real 
GDP per capita in 
emerging markets 
has surpassed 
advanced 
economies by far
Source: Economist intelligence Unit, Analytics, IMF; JPMorgan; The 
Economist
Angola can Benefit from 
Macroeconomic Data Analysis
What defines competitiveness of a 
country?
SOURCE: World Economic Forum
The Top 10 Most Competitive Countries in 
the World (WEF)
What should we analyze when assessing 
Angola’s competitiveness?
How is the EU doing?
The EU and EEC economic prospects 
Only when a friendlier monetary 
policy and a milder fiscal austerity 
is proposed will the euro remain 
strong. This will weaken the 
eurozone’s exports’ 
competitiveness, and drag the 
recession to even lower levels, 
which in turn will force more 
eurozone countries to restructure 
their debts and may cause some 
to ultimately exit the euro.
How is the Sub-Saharan Africa doing?
An Overview of Frontier Markets
Frontier markets at early stage of 
development, prone for faster growth
But, the taxonomy leaves markets to big 
to ignore: the African example
Source: Morgan Stanley Capital International (MSCI)
Think about these countries
Share of Banking assets held by foreign 
banks (%)
The low financial integration indicators partly explain why Africa escaped both 
the sub prime and banking crises. No African country announced a bank rescue 
plan at the scale observed in many developed countries.
Sovereign wealth funds by country 
(billions of US dollars) mid-2008
The accumulation of reserves following the commodities boom has supported the expansion of 
sovereign wealth funds in Nigeria and Botswana and the creation of new ones in Libya, Algeria, 
Sao- Tome and Principe and Sudan. While these funds represent only 2% of the sovereign funds’ 
global assets, the accumulated volume amounted to more than USD 124 billion, before the 2008 
financial crisis.
Impact of the financial crisis on markets: 
stimulus exporting inflation
There are three distinguishable 
immediate effects of the crisis:
•The contagion effects on financial 
markets
• The rise of sovereign debt 
spreads – cost of external debts 
increased
•Foreign exchange markets
• Seychelles Rupee exchange rate 
to the US dollar depreciated 
sharply, 52.4%
•Commodity markets
• Huge drop in prices.
The fall of commodity prices
The crisis has taken a heavy toll on countries that are highly dependent on natural 
resources, especially those relying on copper, oil, timber and diamonds. The fall in 
copper prices resulted in a significant drop of export receipts for Zambia and a 
considerable reduction in its foreign exchange reserves.
Fiscal Balance in Angola
The slump in commodities prices has put Angola’s oil-dependent economy under severe pressure.
The drastic deterioration in the public and external accounts have forced the government to cut the
budget by 20% this year and seek financial assistance from the IMF, which in turn offered USD 4.5
billion in loans to be repaid in a period of 10 years and stressed the importance of diversifying the
economy to better absorb oil price shocks by empowering the private sector and improving
transparency in the public sector. The warning came amid reports that Sonangol had a USD 50
billion shortfall in its account due to years of chronic mismanagement.
But, fiscal balance and current account picture 
better than advanced and emerging markets
Source: ¹Haver, EIU. Data as at January 2014
²IMF Data Mapper. Estimates for 2014 as at 
October 2013
Private equity deals in Africa through Q2 
of 2013
Private equity deal-makers in Africa 
through Q2 of 2013
Despite being less developed, Frontier 
countries have strong reserves
Foreign Exchange Reserves in Angola decreased to 4048.90 AOA Billion in May from 4109.58 AOA Billion in April of 
2016. Foreign Exchange Reserves in Angola averaged 3051.80 AOA Billion from 2011 until 2016, reaching an all time 
high of 4109.58 AOA Billion in April of 2016 and a record low of 2507.88 AOA Billion in December of 2011.
Rising FDI will support economic 
growth and development
Source: Haver, EIU. Data as of January 2014
Growing interest in frontier markets, 
particularly sub-Saharan Africa
Planned Changes of EM PE Investment Strategy through 2015
Diverse Competitive Advantage
Frontier countries tend to have relatively 
young populations…
Source: UN Population Division, June 2013.
Angola, 18 years (2015)
Frontier Markets benefit from very 
competitive labor costs
Source: Haver, EIU. 2014 estimates as at January 2014
*UBS/ILO estimates as at June 2011
Angola’s*
.35
* Nationmaster.com… and Angola
A Five Factor FDI Thesis for Frontier 
Markets
Frontier Markets have experienced 
strong growth in last decade
Strong Economic development among 
Frontier Markets
Local currency appreciation tells the 
story
African food services prone to grow over 
10x in the next decade.
Africa is in the process of eradicating 
slums
Frontier Market Challenges
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